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1 Executive Summary  
1.1 Introduction 
The Australian commercial free-to-air television industry plays a critical role in the Australian 
media ecosystem. 
The industry generates $3.2bn per annum of economic surplus, due in large part to the fact 
that it is delivered to viewers for free, but also due to the surplus it creates for advertisers. 
The broadcasters also pump $2.8bn per annum of economic investment back into the 
Australian economy, underpinning large parts of the broadcasting value chain in the process: 
They contribute $6 out of every $10 spent on Australian content1; they employ a significant 
number of Australians directly and are indirectly responsible for the jobs of many more; they 
are a big buyer of Australian technology and services; and, they pay significant taxes in 
Australia. 
1.2 Commercial Free-to-Air Television’s Success 
Commercial free-to-air TV broadcasters deliver a wide range of news, drama, sport, lifestyle 
and other programming to Australian homes for free, via both the digital DTT platform and 
online channels.  
The industry’s relevance to Australians and hence to Australia is profound: More than 99% of 
Australian households have access to Free TV services; and more than 13 million Australians 
watch commercial free-to-air television on their TV sets every day. Data shows that Free TV 
continues to account for the largest share of television viewing in metro and regional markets. 
During the evenings, Free TV garners around a 65.5% share of viewing. This compares to 
18.5% for ABC and SBS, and 16.0% for Pay-TV2.  
As a result of providing millions of Australians access to its services for free on a daily basis, 
the industry plays a crucial role in the cultural life of Australia, from its coverage of events of 
national significance or impact, through to its ability to pull the whole nation together to watch, 
share and discuss big event-style Australian programs. 
Finally, commercial free-to-air TV remains the largest sub-sector of Australia’s media industry 
by revenue, with total industry revenues of $3,506m3 in FY14. 
However, competition is increasing dramatically as technology continues to shape consumer 
behaviour and the broadcasting sector as a whole. This evolution has already driven a 
number of new entrants to compete with broadcasters for eyeballs: video on demand services 
such as Netflix and Quickflix and others, shorter-form content from sites such as YouTube 
and Vimeo, as well as user-generated content via social media. 
In particular, the local video on demand market is set to thrive, with Nine Entertainment Co 
(NEC) recently launching its subscription service Stan in partnership with Fairfax, and Seven 
West Media partnering with FOXTEL as part of its Presto service. Global giant Netflix also 
launched its Australian service in March 2015. 
                                                          
1 Excluding sports rights costs 
2 OzTAM and Regional TAM, Consolidated data from 5 capital cities and 6 aggregated regional markets, 1 Jan – 31 Dec 2014, evening 
share 6pm to midnight, all people 
3 CEASA Advertising in Main Media 2014 
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This rapid increase in competition has led some commentators to question the ongoing 
relevance of commercial free-to-air television in the evolving TV ecosystem. 
This report examines the economic and societal value of the commercial free-to-air TV 
industry in order to test its importance to the Australian economy, as well as the television 
and media sectors, now and in the near future. 
1.3 The Economic Impact of Commercial Free-to-Air Television 
We have taken two approaches to assess the value of commercial free-to-air television.   
By either measure, the commercial free-to-air TV industry makes a very significant 
contribution to the Australian economy, and plays an important role in the Australian 
broadcasting and entertainment eco-systems. 
Exhibit 1: Key findings 
 
The majority of the direct economic surplus the commercial free-to-air TV industry creates is 
generated by providing a service for free that viewers value and would be willing to pay to 
receive, as well as the difference in what advertisers pay and the value they receive from 
advertising their products on commercial free-to-air TV. 
The direct investment that the industry makes in the Australian economy was assessed in the 
following ways: 
Economic Surplus 
 The commercial free-to-air TV industry is a significant creator of value for the Australian 
economy, generating a total economic surplus of $3.2bn in FY14 
 Viewers are the recipients of around $1.9bn of this surplus. Australian audiences would be 
willing to pay a total of $1.9bn per year to receive commercial free-to-air TV. This is equal to $17 
per household per month 
 In addition, advertisers generate a surplus of $1.0bn per annum based on the return on 
investment they are able to generate from advertising their products on commercial free-to-air 
TV 
 Just $0.3bn of the total economic surplus is in the form of producer surplus, i.e. is retained by 
the commercial free-to-air TV networks. This means that over 90% of the value generated by 
the industry benefits parties other than the broadcasters themselves 
 In summary, the industry is a major contributor of value to the Australian economy and is a 
positive driver of economic welfare 
Economic Investment 
 The industry is a major contributor to the Australian economy, by investing $2.8bn a year through 
its diverse onshore cost base – principally through production, payroll, technology and taxation 
 In particular, commercial free-to-air TV is responsible for the majority ($6 out of every $10) of 
spending on domestic content. The commercial free-to-air TV broadcasters spend over $1.5bn 
a year on domestic programming every year, including $1.2bn on non-sports production, and 
recently this has been increasing at circa 10% year-on-year 
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 its contribution to the Australian production industry 
 its impact as an Australian employer 
 its investment in other sectors of the Australian economy such as technology, IT and 
others through its cost base, and 
 its direct contribution to the Government through various taxes and the licence fee. 
The exhibit below sets out the results of this analysis. 
Exhibit 2: The economic impact of the Australian commercial free-to-air TV industry  
 
 
1.4 Economic Surplus 
The commercial free-to-air TV industry generated an economic surplus of $3.2bn in FY14. 
a) Creating value directly for Australian audiences 
Viewers are responsible for around $1.9bn of this economic surplus. This is calculated as the 
difference between what consumers would be willing to pay to receive commercial free-to-air 
TV programs and services, and the amount they actually pay (nil, as these programs are 
provided to viewers for free at the point of consumption). 
Our primary research conducted for this purpose shows that the average household would be 
prepared to pay $17 per month to receive the programming they currently receive for free. In 
addition, around 20% of Australian households value these services highly enough to be 
prepared to pay over $35 per month. This creates a material consumer surplus of $1.9bn per 
annum in aggregate. 
The free-to-air model leaves money in Australians' wallets to be spent on other goods and 
services. Further detail of the methodology employed and the full results of the research are 
set out in Section 3.2 below. 
b) A service that is of significant value to advertisers 
An additional $1.0bn of surplus is generated by advertisers who use the commercial free-to-
air TV industry to market their products and services. 
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A study on the return-on-investment of spend on TV, conducted by Ebiquity in the UK4, 
estimates that on average an advertiser is able to generate £1.79 of gross margin on their 
product for every £1 of airtime bought from TV. Allowing for the cost of producing the 
advertising content and factoring in local market structures and dynamics, we conservatively 
estimate that advertisers generate a return of around 20-40¢ of margin for every $1 spent on 
TV advertising in Australia, net of production costs. On total industry advertising revenues of 
$3.5bn this equals an economic surplus for those advertisers of around $1.0bn per year. 
c) A relatively low share of economic surplus is retained by the industry 
Finally, only a small proportion of the total economic surplus generated is retained by the 
industry operators as producer surplus. Producer surplus is defined as the difference between 
what an operator charges for their services and the cost of production (including cost of 
capital). 
Commercial free-to-air TV broadcasters retain just $0.3bn per annum of economic surplus for 
themselves. This is a relatively small proportion of the total economic surplus of $3.2bn, 
meaning that over 90% of the economic value generated by the industry is accrued by the 
industry’s customers, the viewers and advertisers, rather than the broadcasters themselves. 
Reliable data for the absolute economic surplus generated by other industries is difficult to 
obtain, principally due to the need for bespoke primary research. However, it is clear that the 
free model prevents commercial free-to-air TV operators from extracting value directly from 
their audiences. This has the net effect of making the industry a major contributor of value to 
Australian consumers and is a positive driver of economic welfare. 
1.5 Economic Investment 
The commercial free-to-air TV industry is a major investor to the Australian economy, 
spending $2.8bn a year across a diverse onshore cost base – principally through production, 
payroll and other operating expenses, in addition to its tax payments. This expenditure 
creates and supports jobs in a range of industries, and provides a stimulus that creates 
additional value across the economy. 
The industry is truly “Australian”, with deep local roots and only limited offshore expenditure. 
In particular, the commercial free-to-air TV operators spend almost 80% of their content 
spend on domestic content; they directly employ around 7,200 people in Australia and also 
indirectly support additional jobs in the independent production sector; and they pay their fair 
share of corporate taxes (on top of the broadcasting licence fee). In addition they spend a 
further $412m onshore on operating expenses such as technology, property, marketing and 
others. 
At this time of increasing globalisation of media markets and cross-border media offerings, 
this significant and enduring local investment is of ever increasing value to both the Australian 
media ecosystem and to the Australian economy as a whole. 
                                                          
4   Payback 4, an independent econometric study conducted by Ebiquity UK in 2014 that compares, on a like-for-like basis, the sales and 
profit impact of different forms of advertising. The study found that TV gave an average profit return of £1.79 for every £1 invested during 
2011-14 
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a) Supporting the domestic production industry 
The commercial free-to-air TV industry invested a total of $1,538m in local content and 
programming in FY14. This includes spend on news and current affairs, sport, drama, and 
lifestyle programs. 
Even in light of revenue challenges and cost pressures across the industry, the annual spend 
on local content has actually increased by $457m since FY10 at a CAGR of almost 10% per 
year. Further, the commercial free-to-air TV networks continue to spend the vast majority of 
their programming budgets locally, with domestic content representing 79% of total content 
spend – a proportion which is also increasing steadily year-on-year. 
This shows a significant commitment to local content across the entire industry. It is clear that 
the commercial free-to-air TV industry is the major driver of the Australian content and 
production industries, providing a significant proportion of their revenues. The economic 
health of these industries, and the cultural and societal benefits that flow from having a 
thriving domestic production and creative ecosystem, are therefore closely linked to the 
health of the commercial free-to-air TV industry itself. 
b) Other material economic contributions 
Further detail of the breakdown of the $2.8bn domestic cost base is set out in this report, 
including the following: 
 Directly and indirectly employing over 15,000 persons in Australia, comprised of a 
total of around 7,200 jobs directly and as many as a further 7,500 to 8,000 jobs5 
indirectly through the industry’s investment in the domestic production industry. The 
total payroll cost of the direct employment alone was $685m in FY14. Even through 
ongoing cost pressures, both staff numbers and the value of payroll have remained 
constant, demonstrating an ongoing commitment to investing in Australian talent. 
 Commercial free-to-air TV broadcasters purchase other goods and services at a 
total cost of $412m from Australian suppliers. This includes IT and technology 
services, captioning, transmission, insurance, research and development, marketing 
and promotions, legal, entertainment and many others. By keeping such a large 
volume of expenditure within Australia, this encourages greater spillover effects as 
these suppliers themselves create economic value and employment through their 
activities that would not have been possible without the spend from the commercial 
free-to-air TV broadcasters. 
 The commercial free-to-air TV industry also makes a significant contribution to the 
national tax base each year, including through corporate and payroll taxes. The 
industry is also estimated to contribute a further $153m in FY14 by way of the 
broadcast licence fee, which represents an additional levy calculated as 4.5% of 
gross revenues. 
                                                          
5 See Section 4.3  
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2 Background to the Report 
2.1 Scope of the Report 
The purpose of this report is to provide an objective assessment of the economic impact of 
the Australian commercial free-to-air TV industry. 
There is also a wide range of important social, cultural and societal benefits that can be 
attributed to the commercial free-to-air TV industry, alongside the economic benefits. These 
include supporting the creative industries, driving innovation and the societal benefits of 
broadcasting moments of cultural and national significance, for free, to 99% of the population. 
However, these are not covered in detail in this report. 
Venture Consulting was commissioned by Free TV Australia to prepare this report. 
The report is structured as follows: 
 Section 3 provides an examination of the key findings and implications of the 
analysis of the economic surplus of the commercial free-to-air TV industry; 
 Section 4 provides an examination of the key findings and implications of the 
analysis of the economic investment of the commercial free-to-air TV industry; 
 Section 5 provides an overview of the methodologies employed in this analysis. 
2.2 Defining the Commercial Free-to-Air TV Industry 
For the purposes of this report, we have defined the commercial free-to-air TV industry as 
those networks that deliver television services to Australians for free, excluding the public 
service broadcasters such as the ABC and SBS. This includes the major metro networks 
(Seven West Media, Nine Entertainment Company, Network Ten), their regional affiliates 
(Prime Media, Southern Cross Austereo, Imparja and WIN TV). 
Paid services such as FOXTEL and online subscription or transaction-based services such as 
Netflix, Stan, Presto, iTunes and others are excluded from this analysis. We also do not 
include businesses operating at different stages of the value chain, such as production 
houses or technology providers. This report is platform agnostic, and so includes the 
economic activity generated by the provision of free-to-air services by broadcasters beyond 
their traditional digital DTT platform, including online and mobile. 
2.3 Sources of Data 
In order to accurately calculate the consumer surplus for an industry or operator, it is 
necessary to have recent and bespoke research to quantify the consumer’s willingness to 
pay. Therefore, we conducted a nationally representative survey of 1,000 Australians (both 
CATI6 and online) in February 2015 to generate the inputs for this analysis. 
In writing this report, we have also had access to certain internal financial data of the 
following organisations: Seven West Media, Nine Entertainment Company, Network Ten and 
Prime Media. We have conducted our analysis based on data available, and scaled our 
outputs accordingly. For reasons of confidentiality, all amounts are disclosed in aggregate 
terms. This data was supplemented by economic data from a wide range of sources, which 
are cited throughout the report. All amounts in this report are stated in Australian dollars. 
                                                          
6 Computer-assisted telephone interviewing (“CATI”) is a scripted telephone surveying technique 
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3 Economic Surplus 
3.1 Key Findings 
 
 
 
Exhibit 3: Allocation of the commercial free-to-air TV industry’s economic surplus, FY14 
 
 
 
 
 The commercial free-to-air TV industry is a significant creator of value for the Australian economy, 
generating a total economic surplus of $3.2bn in FY14 
 Viewers are the recipients of around $1.9bn of this surplus. Australian audiences would be willing 
to pay a total of $1.9bn per year to receive commercial free-to-air TV. This is equal to $17 per 
household per month 
 In addition, advertisers generate a surplus of $1.0bn per annum based on the return on investment 
they are able to generate from advertising their products on commercial free-to-air TV 
 Just $0.3bn of the total economic surplus is in the form of producer surplus, i.e. is retained by the 
commercial free-to-air TV networks. This means that over 90% of the value generated by the 
industry benefits parties other than the broadcasters themselves 
 In summary, the industry is a major contributor of value to the Australian economy and is a positive 
driver of economic welfare 
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3.2 Consumer Surplus 
a) Methodology 
A nationally representative survey of 1,000 Australians (CATI and online) was conducted in 
February 2015 to understand their willingness to pay for the services that they currently 
receive from the commercial free-to-air TV industry for free. Respondents were asked 
whether they would be prepared to pay a specific dollar price on a monthly subscription basis 
for these services, with the amount proposed varying by respondent and ranging from $5 to 
$50. This is in accordance with the Gabor Granger method. The question was clearly 
structured to exclude public service broadcasters and Pay-TV, and to quantify the price on a 
per household rather than a per person basis.7 
Based on the aggregated responses for each price point, a demand curve for the commercial 
free-to-air TV industry was constructed in order to estimate the aggregate value generated for 
Australian consumers by virtue of the industry providing its services for free. 
It is important to note that this analysis quantifies the consumer’s willingness to pay, rather 
than a notional concept of perceived “value”. Therefore, if a respondent highly values the 
services but does not have the financial means to pay, then this value is not reflected in the 
calculation. 
b) Findings 
This research shows that Australian households would be prepared to pay an average of $17 
per month to receive the programming they currently receive for free from the commercial 
free-to-air TV broadcasters. In addition, around 20% of Australian homes value these 
services highly enough to be prepared to pay around $40 per month. 
This compares favourably to Pay-TV products in the market today, such as: 
 Netflix (subscription video on demand): from $8.99 / month 
 Stan (subscription video on demand): from $9.99 / month 
 Presto (subscription video on demand): from $10 / month 
 Entry-level FOXTEL: from $25 / month8 
                                                          
7 For a number of reasons, this analysis may lead to a conservative outcome. There is a significant anchoring effect of the current price 
being free, plus a strategic effect of customers not wanting to suggest they might be willing to pay 
8 This is for a 12-month minimum period, and provides access to over 40 channels as well as an iQ PVR  
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Exhibit 4: Demand curve, willingness to pay for commercial free-to-air TV, 2015 
 
c) Implications 
As commercial free-to-air TV services are provided for free, the base price for the analysis is 
zero, so the entire amount of this willingness to pay represents consumer surplus. Our 
analysis shows an aggregate consumer surplus of $1,868m per annum across all households 
in Australia. 
This is money that remains in Australians' wallets, to be spent on other goods and services. 
Accurate comparisons with other industries are difficult as this analysis relies on bespoke 
consumer research conducted for this purpose. However, to put the figure into context: for 
FOXTEL to create an equal amount of consumer surplus on its subscriber base of c.2.6m 
households9, its customers would need to be willing to pay an additional amount of around 
$60 per month on average on top of their current subscription amount. 
Further, a thriving commercial free-to-air TV ecosystem provides significant competitive 
tension for FOXTEL and other Pay-TV platforms. Without this free ecosystem, there would be 
far less constraint on FOXTEL's pricing, to the direct financial detriment of consumers. 
3.3 Advertiser Surplus 
An additional $1.0bn of consumer surplus is generated for advertisers who use the 
commercial free-to-air TV industry to market their products and services. 
A study on the return-on-investment of spend on TV, conducted by Ebiquity in the UK10, 
estimates that on average an advertiser is able to generate £1.79 of gross margin on the their 
product for every £1 of airtime bought from TV.  
                                                          
9 FOXTEL, Feb 2015 
10 Payback 4, An independent econometric study conducted by Ebiquity UK in 2014 that compares, on a like-for-like basis, the sales and 
profit impact of different forms of advertising. The study found that TV gave an average profit return of £1.79 for every £1 invested during 
2011-14 
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This means that there is a surplus of 79¢ per dollar of advertising spend that is generated for 
advertisers. However, this needs to be adjusted to take into account the production and 
creative costs related to the production of the advertising. In addition, an adjustment is 
necessary to reflect the different macroeconomic environment and local market structures in 
Australia to the UK.  
We have conservatively estimated an average return of 20-40¢ of margin for every $1 spent 
on TV advertising, net of production costs, which is treated as a surplus. On total industry 
advertising revenues of $3,506m in FY14, this equals an economic surplus for those 
advertisers of around $1.0bn per year.  
3.4 Producer Surplus 
Producer surplus is defined as the difference between what an operator charges for their 
services and the production cost of those services. 
We reviewed EBITDA figures from the commercial free-to-air TV networks, and made 
adjustments for their cost of capital and depreciation to create a total producer surplus figure. 
On this basis, the commercial free-to-air TV broadcasters retain just $0.3bn of economic 
surplus for themselves. This is very small proportion of the total economic surplus of $3.2bn, 
meaning that over 90% of the value generated by the industry is accrued by parties outside of 
the industry itself. 
The principal reason for this is that, due to the natural constraints of its business model, the 
commercial free-to-air TV operators are not able to use pricing techniques to extract value 
directly from the group that sees the most value from their services – Australian viewers. 
In a highly competitive industry with strong competitive tension between operators, and 
increasingly powerful competition from new entrants, costs of doing business are increasing 
(see the discussion around programming below) as the commercial free-to-airs look to 
differentiate their services. This drives the producer surplus down, whilst the consumer 
surplus remains unaffected.  
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4 Economic Investment  
4.1 Key Findings 
 
4.2 Programming 
a) The critical role of content for broadcasters 
The commercial free-to-air TV networks deliver a broad range of content including: news and 
current affairs, live sport, drama, documentaries, childrens programs and general 
entertainment. 
Programming and content are a critical component of the broadcasting business model, 
serving as the main differentiator between competing services and having a direct impact on 
reach and share, and therefore on advertising revenues. This is especially true as delivery via 
the DTT platform provides little scope for differentiation between broadcasters by any other 
means. 
The industry is a major contributor to the Australian economy, by investing $2.8bn a year through its 
diverse cost base – principally through production, payroll, taxation and technology 
Programming 
 In particular, commercial free-to-air TV is responsible for the majority ($6 out of every $10) of 
spending on domestic content. The commercial free-to-air TV broadcasters spend over 
$1.5bn a year on domestic programming every year, including $1.2bn on non-sports 
production 
 Even in light of revenue challenges and cost pressures across the industry, the annual 
spend on local content has actually increased by $457m since FY10 at a CAGR of almost 
10% per year 
Employment 
 Directly and indirectly employing over 15,000 persons in Australia, comprised of a total of 
around 7,200 jobs directly and as many as a further 7,500 to 8,000 indirectly through the 
industry’s investment in the domestic production industry. The total payroll cost of the direct 
employment alone was $685m in FY14. Even through ongoing cost pressures, both staff 
numbers and the value of payroll have remained constant, demonstrating an ongoing 
commitment to investing in Australian talent. 
Contributions to Treasury 
 The commercial free-to-air TV industry also makes a significant contribution to the national 
tax base each year, including through corporate and payroll taxes. Broadcasters will also 
contribute an estimated further $153m by way of the broadcast licence fee, which 
represents an additional levy calculated as 4.5% of gross revenues 
Other 
 Commercial free-to-air TV broadcasters purchase other goods and services at a total cost 
of $412m from Australian suppliers. This includes IT and technology services, captioning, 
transmission, insurance, research and development, marketing and promotions, legal, 
entertainment and many others 
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As a result of these forces, broadcasters spend a material proportion of their revenues on 
programming and content. In FY14, the total commercial free-to-air TV industry spend was 
$1,954m, which is equal to 56% of gross revenues11. This is up from $1,466m in FY10 (43% 
of revenues). 
b) Domestic content spend by the commercial free-to-air TV industry 
Of particular interest to this report is the expenditure of the commercial free-to-air TV industry 
on Australian content, which supports local content industries. This includes spend on both 
the acquisition of existing Australian programs from third party production houses and the 
commissioning of the production of new Australian programs, as well as the purchase of 
sports and other rights from domestic rights holders. 
Our analysis shows that the commercial free-to-air TV industry is a major buyer from the 
domestic content industry. In FY14, the industry spent $1,538m on local content and 
programming. This is an increase of 11.6% from $1,384m in FY13. In fact, spend has 
increased steadily since FY10, with a net increase of $457m over that period at a compound 
annual growth rate of 9.2%.  
Exhibit 5: Domestic content spend by the commercial free-to-air TV industry12 
 
This domestic spend is split between four major genres of content – sports, drama, news and 
current affairs and other entertainment. Spend within each of these genres is growing, 
however the sports segment is showing particular growth driven by new rights deal agreed 
with the AFL and NRL.  
                                                          
11 CEASA Advertising Revenue, FY10-14 
12 Broadcasters Submission to Free TV, FY10-14 
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Exhibit 6: Allocation of commercial free-to-air TV domestic content spend by genre, FY1313 
 
c) Focus on domestic content 
This investment in domestic content represents a material proportion of the programming 
budget, far outweighing spend on international content. In FY14, domestic outweighed 
international content by 4:1, and this proportion has been steadily increasing since FY10. 
Exhibit 7: Total commercial free-to-air TV content spend as a proportion of total, Australian 
vs. International 
 
                                                          
13 ACMA Broadcasting Financial Results Report, 2012-2013 (Latest report). Note that this totals to $1,404m in FY13 due to slight differences 
in data reported to ACMA by the networks 
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There are two main reasons why the proportion of content spend is so heavily skewed 
towards domestic content. The first is that domestic content is highly regarded by Australian 
audiences who show a preference for Australian-produced content over international content. 
This is demonstrated by ratings data from 2014, where every one of the top twenty most 
popular programmes (excluding sports) on commercial free-to-air TV was Australian.  
Exhibit 8: Top 20 rating shows in 2014; excluding sports14 
 
Secondly, the commercial free-to-air TV broadcasters are subject to local content obligations 
that regulate the content that they broadcast. There is a strict quota requirement of 55% of 
Australian content between 6pm and midnight on the primary channel and sub-quotas for 
drama, documentaries and children’s programs. 
d) Support of the domestic production industry  
Through its huge programming budget and strong skew towards domestic content, it is clear 
that the commercial free-to-air TV industry is a major contributor to the domestic content and 
production sector. Our analysis shows that the commercial free-to-air TV industry is 
                                                          
14 OzTAM and RegionalTAM, 5 cap cities and 6 aggregated regional markets, 01 January - 31 December 2014, Free TV Channels, all 
people, metro and regional audiences are added to form a combined average audience estimate and ranking, based on program title 
matches, consolidated data 
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responsible for a majority (55-60%) of the total annual investment in local content, 
outspending the ABC, SBS and the entire subscription TV industry combined.  
Exhibit 9: Proportion of total annual spend on local content by industry, FY1415 
 
Through their direct investment, the commercial free-to-air TV broadcasters provide a 
significant proportion of spend into the independent production sector. Without their 
investment, it is likely that the independent production sector would lose critical mass and 
suffer a material contraction – and potentially not be commercially viable in its entirety. 
Therefore the economic health of the domestic television production sector and the cultural 
and societal benefits that flow from having a thriving domestic production and creative 
ecosystem, are linked to the continued investment of the commercial free-to-air TV industry. 
Examples of the economic benefits are: 
 According to a recent report by Deloitte Access Economics16, the domestic 
production industry supported a total of 13,098 jobs and generated a gross value 
added of $996m in 2012-13. These jobs and the value added are supported in large 
part by the spend of the commercial free-to-air TV industry. There is no publically 
available data on the proportion of these 13,098 workers who are engaged to 
produce content for the commercial free-to-air TV industry. However, based on the 
contribution of the commercial free-to-air TV industry of around 60% of total 
domestic production spend, we can assume that between 7,500 and 8,000 of these 
jobs are supported by the commercial free-to-air TV industry. Without this 
investment from the industry, both the production sector and the workers within it 
would be materially adversely affected. A more detailed discussion of the 
employment impact of the commercial free-to-air TV industry is set out in section 4.3 
below. 
 If this sector generates material exports, then these export earnings are an indirect 
by-product of the commercial free-to-air TV industry 
This is in stark contrast to competing services such as Netflix. International experience 
suggests that these offshore services do not invest material sums into local programming; in 
                                                          
15 Venture Consulting (based on data reported by the Free-to-air networks, ABC, SBS, ASTRA and publically available information) 
16 Deloitte Access Economics, Contribution of the film and television industry in Australia Feb 2015 
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fact in the EMEA region, local productions only get a meagre 20% share of the content spend 
made by Netflix.17 
4.3 Employment 
a) Jobs created 
The commercial free-to-air TV industry directly employs 7,232 people across technical, 
operational, financial and management roles. This equates to around 6,500 full time 
equivalents. 
New South Wales, Victoria and Queensland are the three states where the commercial free-
to-air TV networks employ the majority of their workers. 
Exhibit 10: Split of unique employment by states, FY14 
  
This compares with FOXTEL, which employs 2,500 FTEs directly18, while the online film / TV 
industry employs many fewer than this19.  
b) Indirect employment 
In addition to these jobs which are created directly, the commercial free-to-air TV industry 
indirectly supports employment in other industries from which the commercial free-to-air TV 
industry purchases. 
Through its investment in domestic programming, the commercial free-to-air TV industry 
supports a significant number of jobs in the independent production sector. As set out above, 
according to a recent report by Deloitte Access Economics20, the domestic production 
industry supported a total of 13,098 jobs in 2012-13. There is no publically available data on 
the proportion of these workers who are engaged to produce content for the commercial free-
to-air TV industry. However, based on the contribution of the commercial free-to-air TV 
                                                          
17 Broadband TV News, 2014 
18 FOXTEL reports that an additional 2,000 workers are indirectly engaged in sales and installation services nationally 
19 A recent Deloitte Access Economics report estimated this figure at c. 40 FTEs, but we would estimate that this figure is on the low side. 
However, we have not done a detailed analysis of this market 
20 Deloitte Access Economics, Contribution of the film and television industry in Australia Feb 2015 
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industry of around 60% of total domestic production spend, we can assume that between 
7,500 and 8,000 of these jobs are supported by the commercial free-to-air TV industry.  
It is therefore right to say that the total number of jobs supported by the industry, both directly 
and indirectly through the production sector, is around 15,000. 
c) Payroll 
The commercial free-to-air TV industry paid an aggregate of $685m to its direct employees in 
FY14. This amount is directly injected into the Australian economy through payment of 
wages, providing a tangible economic contribution. As set out above, this amount excludes 
the indirect employment contribution from payments to employees in industries that are 
supported by the commercial free-to-air TV industry across the supply chain. 
This contribution again compares favourably with FOXTEL that has labour spend of around 
$250m21. 
The aggregate payroll for the industry has remained constant since FY10, showing that 
despite increasing pressures on their cost bases, the commercial free-to-air TV networks 
continue to invest in Australian talent. 
This contrasts with international SVOD services like Netflix, that has services available in 
many countries, including North America, South America, New Zealand, some parts of 
Europe, and most recently Australia. Despite being a global service, Netflix has the majority 
of its employees based in the United States. With the recent launch in Australia, we would 
expect minimal jobs created in the local labour force and limited payroll contribution into the 
Australian economy. 
4.4 Contribution to Treasury 
The commercial free-to-air TV industry makes a significant contribution to the national tax 
base each year through corporate and payroll taxes. Currently it also contributes an 
estimated further $153m by way of the broadcast licence fee, which represents an additional 
levy calculated as 4.5% of gross revenues. 
a) Broadcasting licence fees 
The commercial free-to-air TV broadcasters pay an annual licence fee to the Government in 
addition to other taxes and levies. This is paid in consideration for the broadcasting licences 
that they receive and, indirectly, the radio-frequency spectrum which they are allocated for the 
broadcast of their services. There are a number of conditions attached to these licences, 
including local content quotas which are explained in Section 4.2 above. This is regulated by 
the Australian Communication and Media Authority (ACMA).  
These licence fees are paid annually, with the quantum calculated as a proportion of annual 
revenues. Historically the fee has been set at 9% of the broadcasters’ gross advertising 
revenue, however from 2012 the broadcasters received rebates to effectively reduce the fee 
to 4.5% of gross advertising revenue. 
                                                          
21 This estimation is based on FOXTEL FTE data and the average wages in the TV industry  
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In FY14, the commercial free-to-air TV broadcasters are estimated to pay $153m in 
broadcasting licence fees.22 
There is considerable debate as to the ongoing relevance and legitimacy of the broadcasting 
licence fee.  Arguments in favour of its reduction or abolition focus on the changing dynamics 
of the media sector, which makes this additional levy inequitable. These arguments state that 
the fee was historically introduced in the 1960s when the right to use spectrum was the 
foundation of a super-profitable model and justified an additional levy. However, in today’s 
world of global competition and ever increasing pressure on audiences, this is outdated and 
serves only to prevent broadcasters from making investments in digital platforms and assets 
needed to compete for advertising dollars with global players and new entrants. Further, the 
cost of meeting local content obligations is a cost unique to domestic free-to-air TV 
broadcasters and justifies the allocation of spectrum to them. 
Analysis conducted in 2014 by Venture Consulting of a number of international markets 
showed that, despite the recent 50% reduction of the broadcasting licence fee, Australia 
remains greatly out of step with other mature markets such as Singapore, New Zealand, UK 
and US on a $ / MHz / Pop / Annum basis. 
Exhibit 11: Licence fees by country, A$ cents / MHz / Pop / Annum23 
 
b) Arguments relating to the broadcasting licence fee 
Supporters of the retention of licence fees argue that this is a justified payment for the 
spectrum which the broadcasters are allocated, and that the only alternative is to run an open 
auction process to allow market forces to determine the buyer and price for the spectrum 
which is currently allocated to the commercial free-to-air TV broadcasters. 
                                                          
22 Estimate based on revenue data for FY14 as reported by Think TV and actual broadcasting licence fees paid in FY13 as reported by 
ACMA. As at the date of this report, ACMA has not released details of actual amount of broadcasting licence paid in FY14 
23 The recognised methodology for comparing spectrum prices across jurisdictions is to examine the amount paid in terms of dollars per 
capita per MHz per annum 
Figures for 2014: Australia, New Zealand, US, Singapore and Hong Kong; Figures for 2013: UK, Canada, Ireland; Figures for 2011: Austria, 
Italy; due to a lack of availability of more recent data 
Italy is still considering allocation of six DTT multiplexes after the cancellation of a comparative evaluation process in the first quarter of 2012 
In Hong Kong, licences to DTT spectrum were awarded to PCCW and I-cable in October 2013. These are not yet in operation. 
MHz pre and post DSO provided from regulators: ACMA, ComReg, IDA, Ofcom, CRTC, OFTA, ACOM, RTR, RSM, FCC. Singapore, Hong 
Kong, Austria and the US do not have a listed ‘post DSO’ value as Hong Kong and Singapore have not yet announced their DSO dates or 
digital dividend and the United States and Austria have already completed their DSOs and as such the 2011 figure stands 
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Our observation is that this presents a material risk of market failure. As shown above, the 
commercial free-to-air TV broadcasters generate a substantial consumer (audience) surplus 
that they are not able to monetise due to their business model. This would constrain the 
commercial free-to-air TV industry’s ability to compete in an open spectrum auction process 
versus telcos and others. If broadcasters can’t monetise this (real) value, then by extension 
they can’t reflect it in their bids for spectrum. Thus a spectrum auction could easily lead to a 
sub-optimal outcome for society, with this valuable asset shifted to another industry which 
may create less value overall, but which is able to capture a higher percentage of that value 
and thus put in a higher bid. This would therefore not necessarily be the societal value-
optimising outcome that its supporters argue for. 
This is an area that will continue to be a source of debate in the coming months.  
c) Taxes 
Accurately quantifying the amount of tax paid by the commercial free-to-air TV broadcasters 
on a year to year basis is a complex exercise due to the need to attribute taxes paid across 
TV and non-TV divisions of the broadcasters. In addition, year-to-year fluctuations caused by 
write-downs, adjustments and the like, cause the amount of taxes actually paid to fluctuate 
dramatically across the years, not enabling a reliable view across multiple years. 
However, it should be noted that the commercial free-to-air TV broadcasters pay their fair 
share of taxes and are good corporate citizens.  
This compares with foreign SVOD competitors that are able to use offshore tax structures. 
For example, Netflix has operated out of its European Headquarter in Luxembourg since 
2011, to benefit from the reduced VAT rates in Luxembourg.  
Netflix, which recently entered the Australian market, is reportedly not charging customers 
GST because of its definition as a non-local entity. At present, the uncertainty in the tax 
implications for foreign companies such as Netflix means that there is the risk of these 
companies avoiding the payment of taxes in Australia.  
4.5 Wider spend in the Australian economy 
The commercial free-to-air TV networks purchase other goods and services from Australian 
suppliers. This is directly injected into the Australian economy through direct payments to a 
range of Australian suppliers in different sectors, providing a tangible economic contribution. 
This includes IT and technology services, captioning, transmission, insurance, research and 
development, marketing and promotions, legal, rent, entertainment and many others. 
In FY14, the commercial free-to-air TV industry purchased a total of $412m worth of goods 
and services from Australian suppliers. On average spend has been growing by 5.1% 
annually over the last four years, and increased 8.3% in the last year alone. 
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Exhibit 12: Spend on other Australian suppliers 
 
 
The three major categories of spend on other Australian suppliers by the commercial free-to-
air TV networks include: a) real estate, including rent; b) leasing of equipment and facilities, 
including video production equipment; and c) IT, communications and technology. Other 
spend includes research and development, marketing and promotions, legal, travel, 
entertainment, and others.  
Exhibit 13: Split of spend on other Australian suppliers 
 
By keeping such a large volume of expenditure within Australia, this encourages greater 
spillover effects as these suppliers themselves create economic value and employment 
through their activities that would not have been possible without the spend of the commercial 
free-to-air TV broadcasters. 
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5 Rationale and Methodology  
5.1 Economic Surplus 
Economic surplus is defined as the total economic welfare created by an industry. This is 
composed of the value created to consumers – in the case of commercial free-to-air TV, this 
includes both audiences and advertisers – as well as the value retained by the producers in 
the industry themselves (respectively the consumer and producer surpluses). The greater the 
value of the economic surplus, the more welfare the industry generates into the economy.  
a) Consumer surplus 
Consumer surplus is calculated as the difference between what consumers of a product or 
service would be willing to pay to receive that product or service and the price that they pay 
on the open market. Indicatively, if a product is bought at $10 but the maximum amount that 
the consumer would be willing to pay is $12, that consumer has experienced a surplus of $2 
on that purchase. 
In the case of commercial free-to-air TV services, as these are free at the point of 
consumption, the entirety of the amount that audiences are willing to pay can be considered 
the consumer surplus. Critically the amounts used to calculate the surplus are what a 
consumer would be willing to pay, not a notional amount of “value” that they ascribe to that 
product or service. This figure is therefore determined by individuals’ personal financial 
circumstances and leads to a more real figure for the economic surplus generated. 
We conducted primary research to calculate the willingness to pay of Australian households, 
and used the outputs to build a demand curve for the commercial free-to-air TV service 
across the aggregated population. Further detail of the research and our findings is set out in 
Section 3. 
The second source of consumer surplus is the surplus generated to advertisers, who buy 
access to advertising slots within the commercial free-to-air TV programming to market their 
products. In this context, studies which calculate the return on investment (“ROI”) generated 
by buyers of TV advertising (which is the additional margin generated on products and 
services sold as a result of TV advertising) can be used to calculate the value received by 
these advertisers beyond their spend, and therefore the surplus that is generated for them. 
Further detail of our findings is also set out in Section 3. 
b) Producer surplus 
Producer surplus is defined as the difference between the sale price for an operator’s 
products and services and its cost of production (including cost of capital). To continue the 
above example: if a product is sold for $10 but its total cost of production is $8, then the $2 
difference between these values is the producer surplus.  
In this case, we reviewed EBITDA figures from the commercial free-to-air TV networks, and 
made adjustments for their cost of capital to create a total producer surplus figure. Further 
detail of our findings is also set out in Section 3. 
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Exhibit 14: Indicative supply and demand curves showing consumer and producer surpluses 
 
5.2  Economic Investment 
Beyond the economic surplus of the commercial free-to-air TV industry, it is also important to 
address the direct investment by commercial free-to-air TV networks into the economy 
through their cost bases to further assess the value to the economy.  
We conducted an in-depth analysis of the cost base of the commercial free-to-air TV industry 
to understand and quantify the total spend in the economy. This represents an investment 
injected into the economy, principally through commercial free-to-air TV networks’ 
expenditure on production, payroll, taxation and other operating expenses.  
Besides the direct economic investment, there are also spillover effects into the economy 
generated by the commercial free-to-air TV broadcasters. Broadcasters purchase goods and 
services in large quantities from Australian suppliers, who themselves generate economic 
impact and employment that would not have been possible without the linkage to the 
commercial free-to-air TV industry. This process then ripples throughout the economy as 
these suppliers proceed to purchase from other suppliers across the supply chain.  
This report does not consider these spillover effects in detail to quantify this number, however 
other reports on the commercial free-to-air TV industry in Australia and overseas have 
quantified these as material. 
For this analysis, we collated data on spend from commercial free-to-air TV networks in 
Australia, excluding any offshore spend. Our analysis focuses on four major areas: a) 
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production; b) payroll; c) taxation and broadcasting licence fees; and d) other operating 
expenses. 
Data was not available for WIN and Southern Cross Austereo. As such we have conducted 
our analysis based on data for the other four operators, and scaled our outputs accordingly. 
For reasons of confidentiality, all amounts are disclosed in aggregate terms. This data was 
supplemented by economic data from a wide range of sources which are cited throughout the 
report. 
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